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The phase-out of import tariffs on motor vehicles under the North American Free Trade Agreement
(NAFTA) has significantly boosted US sales to Mexico, which in turn has further displaced domestic
sales of vehicles assembled at plants in Mexico. Statistics released by the Mexican Automobile
Distributors Association (Asociacion Mexicana de Distribuidores de Automotores, AMDA) showed
that a total of 36,532 imported vehicles were sold in Mexico during January- September, a huge
increase relative to the 5,244 sold during the same nine-month period in 1993.
Jorge Maldonado, AMDA director of marketing and economic studies, attributed the increase in
imports in large part to the enactment of NAFTA, which lowered tariffs on cars originating at US
and Canadian plants, effective on Jan. 1, 1994. He also noted that Germany and Japan which do not
receive preferential treatment under NAFTA also contributed some of the imported vehicles. AMDA
did not release statistics on domestic sales for the first nine months of the year. However, according
to Maldonado, only 39,600 cars and light trucks were sold on the domestic market during the month
of September, the lowest monthly sales since the start of the year. Maldonado said the slow sales
had pushed up domestic inventories to 34,734 vehicles as of August of this year, compared with
20,756 units in the same month last year.
At the same time, Maldonado credited tariff reductions under NAFTA for helping boost overall
exports from Mexican assembly plants during January-September by 25% from the same period last
year. In recent months, local assembly plants for motor vehicles have also increased shipments to
Latin America and Japan. In fact, the increased exports have helped keep the Mexican automobile
industry afloat during a difficult period of slow domestic sales. According to AMDA, total domestic
and export sales of motor vehicles during January-August surpassed 441,000 units, an increase
of slightly more than 1% from the same period in 1993. Notwithstanding the increase in exports
and steady overall sales, AMDA executives remain clearly worried about the drop in sales on the
domestic market.
In a news conference on Oct. 11, Maldonado told reporters that AMDA officials have scheduled
meetings with representatives from the Finance Secretariat (Secretaria de Hacienda y Credito
Publico, SHCP) and the Trade Secretariat (Secretaria de Comercio y Fomento Industrial, Secofi)
to discuss concrete steps to protect the domestic industry. Maldonado criticized the SHCP for
granting an inordinate number of permits for imports of used cars and trucks from the US, which
have displaced domestic sales of motor vehicles in the six Mexican states that border the US.
Ironically, according to Maldonado, the automobile companies in Mexico most affected most by
the slowdown in domestic sales are the subsidiaries of the three large US manufacturers: Ford,
Chrysler, and General Motors. On the other hand, the three US manufacturers have also been able
to take advantage of NAFTA to increase shipments to the US, which has more than offset the drop
in domestic sales (see SourceMex, 03/30/94). In fact, in mid-October, Ford Motor Co. revealed plans
to increase production of Ford Contour and Mercury Mystique models at the plant in Cuautitlan,
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Mexico state, to 108,000 cars annually, effective with the 1996 models. Ford expects to invest about
US$60 million to retool and expand the facility to accommodate the increased production of the two
models, which Ford began to assemble in Mexico in August of this year.
The Mexican subsidiaries of the German company Volkswagen and Japanese manufacturer Nissan
have also reported sharp declines in sales this year but have been unable to compensate for the
drop. Indeed, both companies announced personnel and/or production cutbacks during October
because of slow sales and other factors. In the first week of October, Volkswagen announced the
temporary layoff of 970 workers at its plant in Puebla.
The company said the move was necessary to prevent overproduction and reduce excess inventory,
which in turn precludes a further layoff of another 800 workers. For its part, Nissan reduced
production at its plant in Aguascalientes by 40%, to an average 6,000 vehicles per month from the
current 10,000 units to help compensate for slow sales and to prepare for the introduction of new
models of automobiles. In recent months, the company has started to direct a larger percentage of
production at the Aguascalientes plant to the export market, including shipments to Japan

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 2

